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ABSTIACT 

. This monograph outlines public policy responses to 
deal vith the effects of forced workllfe changes fashioned by 
goTernment in the Onlted states^ Japan, and Vestern European 
countries. From the aorrill Act of 1S62# through Nev Deal policy 
initiatives and on to the **activet* Manpower policies operating in 
Europe, the record of government programs and the economic theorLes 
underlying them are surveyed and assessed* Special attentien is given 
in this reviev to the identification of the role assigned education 
and training as a vork^life adjustment mechanism* The account traces 
the enduring tension in public policy responses bet ween adjustment to 
change (epltomlied by the education and training approach! and 
resistance to change In the American workplace* A case is presented 
for the fuller development of countercyclical education and trailing 
policy incorporating relevant and useful elements of the European 
experience* Such a policy would call for programs which would expand 
public education and training opportunities during business cycli 
downswings or other planned^for slack periods in the labor market , as 
in the 19B0 case of a planned recession* Through such expanded 
education and training opportunities, the stock of workforce skills 
and worker mobility would be preserved and enhanced* Such a policy 
stands in sharp contrast to present policy and practice in the Onlted 
StatM, In which both public and private education and training 
activity diminishes during economic downswings* How countercyclical 
programs are designed and financed abroad and could be structured in 
the O.S* are discussed* CKC) 
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Early in a new decade the country finds itself already knee deep 
in what seem quixotic, turbulent economic waters. Many Americans are 
altogether unsure what will follow the inevitable plunge... a refreshing 
swim or an exhausting struggle against crosscurrent and undertow. 

As this paper goes to presSs the tides pull toward recession, a 
planned recession to stem the pace of Inflation. To the uncertainties 
and Insecurities of workllfe, which are now familiar products of two 
centuries of accelerated change in technology and economic interdepen- 
dence^ is added a further source of shock and dislocation. Some larger 
number of adult Americans will experience, early on in this decade, the 
ordeal of workllfe change displacement, unemployment, underemployment , 
deferred workforce entry or some other form of forced transition. 

Public policy responses to deal with the effects of forced worklife 
changes fashioned by governments In the United States ^ Japan and Western 
European countries with which we often compare oursel ves are the subject 
of this timely and thought provoking paper by Dr. Charles Stewart. From 
the Morrill Act of ISSg^ through New Deal policy initiatives and on to 
the "active" manpower policies operating on the Continent , the record of 
government programs and the economic theories underlying them are sur- 
veyed, and assessed. Special attention is given in this review to the 
identification of the role assigned education and training as a work- 
life adjustment mechanism. Carefully traced in the accounting is the 
enduring tension in public policy responses between adjustment to change 
(epitomized by the education and training approach) and resistence to 
change in the American workplace. 

A forceful case is presented here for the fuller development of 
countercyclical education and training policy incorporating relevant 
and useful elements of the European experience. Such a policy would 
call for programs which would expand public education and training 
opportunities during business cycle downswings or other planned for 
slack periods in the labor market, as in the present case of a planned 
recession. Through such expanded education and training opportunities 
the stock of workforce skills and worker mobility would be preserved 
and enhanced. Such a policy stands in sharp contrast to present policy 
and practice In the United States, in which both public ani private 
education and training acltvity diminishes during economic downswings. 
How countercyclical programs are designed and financed abroad and 
could be structured in the U.S. are discussed as well. 

The reader, be he or she Interested lay person or professional 
engaged with labor market or education policy issues, will encounter In 
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these pages a tightly woven, refreshingly lucid guide to understanding 
the present arsenal of public policy measures to reduce the loss in 
human and economic terms attendent to forced worklife changes. The 
reader will find as well alternatives for future policy direction that 
merit attention and discussion by those in government / industry , labor 
union, and education and the broader cormnunity who will determine how 
the country chooses to deal with the ordeal of change in this new 
decade. 

Gregory B. Smith 
Director 

Worker Education and Training 
Pol icies Project 
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INTRODUCTION 



Not all the transitions by adults into and out of the l^bor force 
or from job to Job during midlife~or in getting the requisite education 
and trainlng=-are unhappy experiences* But the changes may be traumatic 
and particularly so if they have to be made in periods of widespread slack 
and unemployment In the labor market. For everyone, the acceleration 
of change in the past two centuries, while raising the level of living, 
has introduced new uncertainties and insecurities into workllfe* This 
is the ordeal of change for workers , 

Given this ordeal for millions of people in this countryj and in 
those countries which are our major trading partners^ it is not surprising 
that the forces playing upon public policy push as strongly for resistance 
as for adjustment to change* This may be said to be the ordeal of public 
policy* Negative responses may be seen most strikingly in the competition 
among countries for national advantage in foreign trade to forestall 
loss of Jobs in their declining industries. This negative response le 
reflected also in the priority given to protective types of Incorae^maintenance 
measures— if we compare budget expenditures-^in preference to more positive 
measures for labor market change and stability* 
Shocks and Dislocations 

No less change goes on in the upswings than in the downswings of the 
business cyclSj but rising demand makes it easier for new workers and the 
unemployed to find jobs* As employment rises* hiring standards are relaxed 
and queues get shorter* and labor force participation rates are likely to 
move above secular trends* 
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For simplicity and brevlcy of eKposition, we will have in mind a 
model that links technological change to the expansion and contraction of 
Che business cycle (Lederer, 1938; SchumpeCer, 1939; Gllpatrick, 1975). 
In this models expansion gets under way with heavy investments in new 
technology; contraction follows as these come to an end, accompanied by 
rising unemployment aggravated by technological displacement; recovery 
takes place with new investments responding to and reinforcing rising 
demand for new or cheaper products. 

The new production functions in the eKpandlng industries may involve 
a different matrix of occupational skills andj if so, this maices it more 
difficult for workers to transfer from declining industries to new employ- 
ments . 

No problem exists as long as the labor force itself is able 
to adapt to new requlrenents. When this is not the cases 
the structurally unemployed are victims of one of two situa- 
tionsi (1) eithar their skill inputs are no longer used in 
output and also are not transferable to other occupations; or 
(2) their skill inputs are required In smaller proportions 
to output, and complementary skills for output are in short 
supply (Gilpatrickj 1975, pp, 150=151). 

Skills made obsolescent"or required—by the new technology may not, 
however, be as significant quantitatively as shifts in demand among 
industries (Jaffe and FroomJcln, 1968, Table 8.2, showing the greater 
relative Importance of shifts in Industrial mix than of occupational 
patterns within Industries between 1950 and 1960). Thus, even if occupa- 
tional patterns remain relatively unaffected by the new technology, 
substantial changes in skill requirements will result from employment 
demands in expanding sectors. In any tvent, occupational mobility or 
retraining is Indicated. 

ii 
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Unemployed workers In these circiuDStances cannot say whether they 
are victims of technologlcai displacement, the fortunes of individual 
firmSs or the happenstances of mergers and reorganizations. Technological 
change is not the only factor In dislocations in the labor market , but it 
is useful to highlight it in considering workllfe education and trairiing 
as a means of contributing to worker adjustment to changes in the demand 
for labor, 

Quantitative Scope ^ Qualitative Aspects 

Where data are available and reasonably adequate, turnover rates are 
a good measure of the volume of change going on in the labor market at all 
titneSp Similarly, the relative movament of quits and layoffs, and of 
jobs wanted and job vacancies, suigests variation in the ease or difficulty 
of finding employment. 

Everywhere, the overall unemplo3rment rate is the most coiranon measure 
of trauma In the labor market* Disaggregated data are even more useful 
analytically* In this countryj state and local datu, poor as they may 
be, are frequently used in selective implementation of labor market measures 
(as in the case of extended unemployment benefits) during recessions. 
Duration of unemployment, numbers working part-time but wanting full=time 
work, those who quit looking because they think no Jobs are available, 
all reflect the condition of the labor market and the ordeal of change. 
Particularly illuminating is the magnitude of the flows of workers into 
and out of the various labor force categories from one month to another* 
Peculiar to the United States is the large number of unemployed reported 
with a job but on layoff, with either a definite or indefinite date to 
return to work, relative to others made jobless during the month. 




The generally higher rate of unemployment In the United States in 
the past than In othar Industrial countries, often attributed by Europeans 
to the callousneBS of our social policy and labor market practices, may 
now be more properly seen^-as confirmed by the narrowing of unemployment 
differentials since the recession of 1974— as indicative of a greater 
rate of change In a mobile society than In security-oriented economies. 
There is also a much greater use of layoffs by Anerlcan employers together 
with unemployment benefits for adjustments to short-term changes in the 
demand for labor. 

Reference is commonly made to broad long-term trends in occupational 
and industrial structures. Duggestlve' also are longitudinal surveys of 
changes made In occupational/industrial attachments^ or place of residence, 
during the course of an Individual's worklife. Quite relevant to worklife 
education and training are changJ -los of production to nonproduction 
workers, of blue to white co' -Kers, and of goods-producing to service 

employment, from decade to decade, in what Is called by some the post- 
Industrial society. 
Policy or No Policy ? 

Beyond these general indications of the changes going on constantly 
in the labor market, the reader Is left to reflect on the human Implications. 
Our own Intuition is that the challenge of change Is for most workers, on 
balance, not one of exhilaration and fun, yet we are optimistic enough to 
accept CP. Snow's conclusion that life has become easier for the commonility 
of workers (Snow, 1959, pp. 28-29). What concerns us here Is something 
different than the ordeal that change is for workers. This is taken for 
granted. 
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The central question for us is whether the process of adaptmtlon by 
adult workers la adequately facilitated by available educational and 
training opportunities. To that end do we now have a policy — "a course 
of action a governing principle dlctates""Or still only a mix of uncon- 
nected measures? 

In Part I of this paper we describe developments toward a policy for 
workllfe education and training— an account^ in any eventi of the evolution 
or acciwnulation of policy measures. The remainder of the paper is concerned 
with a niflsber of possibilities for enhancing workllfe education and 
training policy, and coordination of policy instruments, with some special 
reference to foreign eKperienoe, In Part II * contracycllcal aspects are 
explored; in Part 111, the links with labor^arket income-maintenance 
measures; and in Part IV, the interconnections between public and private 
workllfe education and training systems. 



PART I. 

TOWMD A POLICY FOR WORCT.IFE EDUCATION MP TMINING 

During most of our history there was little questioning of the con- 
ventional division of individual lifetime Into sehool, work, and retirement 
yearsi only relatively recently has it been subject to broad attack—hence 
the interest In workllfe education and training* For a long time, 
however, there had been a considerable variety of self-educational activltle 
by adults and formal and informal training by business establishments* So 
lonp as skill requirments dependent on technical instruction were the 
eKception and slow to change, seemingly true until about the Twenties, 
Industry's needs could be met well enough (aside from limlgratlon) by a 
general form of education du .Ing youth and by on-the-job experience during 
workllfe . What complaint there was over the lack of vocational content 
in public education had but marginal effect upon the elementary and 
secondary curriculum. 

A. ^Educatioti and Training for Work Prior to the Great Depression 

Other than the underpinning of free public education, the beginning 
of a national workllfe training policy Is coBmonly traced to the 1860s, 
when for. the first ttoe fewer people were at work in agriculture than in 
nonagrlculture (Mangum, 1976, p. 32). The Morrill Act of 1862 Is seen 
th© political eKprassion of the need in the new Industrialism for the kind 
of professional and technical training not provldea by the one-^room school 
house or the traditional university. 

Specifically, the Morrill Act provided each state with sufficient 
public land to support at least one "A^" college for "such branches of 



learning as are related to agriculture and the mechanical arts," The 
aJjii as atated In the prefflnble, was "to promote the liberal and practical 
education of the induBtrial claiges" (Venn, 1970, 149| italics ours). 
No doubt these institutions contributed to the pre-^ork training of 
engineers and other professionals for the technical needs of industry. 
More Important 3 for our account of worklife education, was the role of 
the land grant colleges and their adjunct eKperimental stations and exten- 
sion services in serving the lifetime needs of working farmers in an 
industrializing agriculture~and in the education of their eons who, as 
they left the family farm, eompriaed an important force in the ^w 
industrial society* 

Whatever the vocational education movement and the Smith-Hughes Act 
of 1917 contributed to "useful and practical education" at the high school 
level for some students, there was little change In the character of 
state education systems. On the contrary, the virtues of the American 
system of "comprehensive education'' were being confirmed and the system 
further elaborated. 

The reports of numerous comilsalons 

Increasingly emphasized general educatlon"that Is, educa-^ 
tlon for optimum effectiveness in dally living as citizens 
In a democracy—rather than preparation to meet the specialized 
needs of particular vocations or social classes,,* In general , 
theory favored devoting the early years of the secondary 
school primarily to general education, with gradually 
Increasing attention to vocational or college preparatory 
studies ( Encyclopaedia Brittanlca , 1958, v. 20| p, 258), 

There was growing rejection by educators and employers of the view that 

the elementary schools could (or should) relieve Industry of the burden of 

technical education (Ibid,, v, 8; p, 412), Apprenticeship continued to 



provide firm-gpeciflc or occupational-specific training In a limited 
nimbsr of traditional trades for only a small perdent of school leavers. 

Thus^ through the proaperlty of the Twenties, the education of 
youth for worklife continued to have limited formal vocational content. 
The emphaaie in the United States on more and more years of schooling of 
a coTOprehenslve kind was quite different from that of other Industrial 
countries. In Europe quite generally the young were selectively shunted 
into educational tracks leading at early ages to apprenticeship or work, 
or alternatively^ for the "more able" or more fortunate^ as in the 
United States, to the liberal arts or the higher ranges of vocational 
training and the traditional professions in the colleges and universities. 
The question, then, is how were Mierican workers trained in the years 
when the United States began to take over unquestionable leadership in 
the world of the new technology? 

• The most obvious answer is that they were educated in the public 
schools for the most essential requirements of an industrial society (Gil- 
pa trick, 1975, p^ 149), These were not specific occnpatlonal skills. 
What employers wanted was general intelligence and malleability. This is 
what they got from comprehensive secondary education and the liberal arts 
curriouliffii of the undergraduate schools, 

• As to private policy, firm-specific skills were obtained through 
formal and informal on-the-job training in the company, and occupational- 
specific skills through apprenticeship or by pirating workers from other 
Qompanles, 

• Probably most skill training came from on-the-^Job eKperlence as 
workers moved from Job to job as a result of quits or layoffs, or by 

.17 
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promotion within a fim through good work, favoritism from abovep or 
long servicei without benefit of fomal training programa, 

• Finally, there wa^ a conilderable if unmeasurable amount of 
educational activity on the part of adults ouaide the workplace (even 
inside, e.g,* In the case of Gompers and his cigar workers). Not insig- 
nificant were literacy classes for l^lgrants^ the Carnegie and other 
public libraries , correspondence and other proprietary schools, county 
agents, workers* education by unions and radical political groups, reading 
and discussion groupSj debating societies * the Chautauqua^ and other 
forms of popular education. 

The conclusion suggested by this sunQary review is that by the end 
of the Twenties, a policy of no policy describes public policy as to 
worfcllfe education for adult workers, while little other than formalization 
of on--the-Job training was apparent in private company practice— this 
despite the much admii d rationalization of the American productive 
mechanism in the prosperity of the Twenties as tt^e United States assmiad 
economic leadership in the world* ; ^ 

Was this merely aonmolence? a neglect of industry -s needs as well 
as those of adult workers? Or did the new capital-intensive technology 
and the assembly lines Job specialisation^ and product standardiiation 
tend to simplify skills requlr^ents so that on-the-job training in a 
mobile society sufficed for workl0e competence for all but a small 
minority of the labor force? 

B« Legacies of the Great Depression and World War II 

With large-scale un^ployment throughout the Thirties, human capital 
acctjmulatlon by adult workers must have been negative as more skills were 
lost through disuse than acquired by education^ training, or Job experience. 



Formml training within Industry was abandoned| apprenticeship came t© 
^a Qcmplmtm halt. Training through work experience deellned, emplo^ent 
not returning to 1929 levels until 1940-1941* At best* New Deal Job 
creation programs offset only a small part of the skill loss from 
unemplo^ent™as high as 10.4 million or 19 percent of the labor force 
as late as 1938 (Wool, 1947, p, 638). 

At the same time the ordeal of the Thirties brought with it new 
institutional arrang^ents, notably unemployment insurance and social 
security^ to ease the adjustment in the future to the uncertainties 
and Insecurities of worklife* 

Wartime Training and Labor Force Expansion 

The large reserves of labor available for wartime expansion of 
production and employment included chiefly persons with no occupational 
experience or training, principally women and youth and the unemployed, 
many with irregular job ^cperlence or exposure to work discipline. From 
these groups and the new cohorts of school leavers , employment Increased 
by 7 mliiion between 1940 and 1943, while the armed forces Increased by 
about 12 million. Of the total growth In the labor force of 11 million 
during this period, some 8 million represented an Influx of workers 
beyond normal expected growth (based on 1920-1940 trends) of 3 mlllloni 
youth of school and college age furnished an estimated extra 4,4 million, 
men and women over 55 years of age an extra 1,6 million, and women 25 to 
54 another 2.0 million above expected participation rates (Jaffe and 
Stewart, 1951, pp. 176-182). Un^ployment was reduced from over 8 million 
in 1940 to about half a million by VI Day to account for the remainder of 
the growth in raployment and the armed forces. 
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Doeg this argue that training proved not particularly difficult? or 
that conversion to war production did not raise the level of ekills or 
the composition of occupational requirements to any great extent? or that 
Jobs were readily redeaignsd to minimise training? or that the exigencies 
of wartime brought forth new training efforts and techniques? 

In no smll part, wartime needs simply occasioned an eKpansion of 
civilian-type output, as in teKtllest clo things food, chemicals, metals, 
etc* Similarly the conversion of many manufacturing facilities from 
consumer goods to armaments, from autos to tanks, say, implied little 
change in occupational inputs* knd how exotic were most skill require-- 
ments in the sophisticated technologies of, say, the Manhattan Project 
or the new synthetic rubber industry? 

Even assuming no great change in occupational patterns In wartime 
production, there was nevertheless a vast increase In demand for labor at 
every skill level* Every possible training facility was brought Into use. 
In addition to normal Federal ^pendltures of about $15 mlillon annually 
for vocational education in the high schools, the Vocational Education 
for National Defense Act began to provide another $80 million or so 
annually to the established state systems, mostly for training at below 
postsecondairy levels but also for training in colleges and universities 
and for pa^^ent for use of private facilities. In this way, some kind 
of Inatltutlonal training was provided for over 7 million prospective 
war production workers (Venn, 1970, p* 151) at a cost of about $400 million 
under the VEND program (Woytinaky, 1953, p, 177), or a per capita cost 
of about $60. 

Xmportant as the high school-oriented vocational training system 
proved In preparing the ineKperlenced for wartime work (Itagnum, 1969, 



p, 19), on-the-job training probably was of great sr Importance* "Jobs 
wera broken down so that workeri with a few weeks' training could perform 
the simplified* angle-aklll tasks. Supervisory training was especially 
emphasised so that skilled wrkers might be used more effectively" 
(Woytinsky, 1953, pp. 176^177| BLB, 1945, pp, 18^21). 

However much or little this World War II training experience contri- 
buted to manpower development and training programs of the Six ties * the 
wartime Vocational Education for National Defense Act was a landmark In 
Federal intervention to assist broad groups of adult workers in adjusting 
to changing opportunities In the labor market. Later, beginning with 
Sputnik and the National Defense Education Act of 1958, there was an out- 
pouring of Federal money for professional and scientific education and 
training related to defense, health, and other national concerns, EKcept 
for the Adult IducL^tion Act of 1966, these were, as in the case of the 
various legislative efforts to reform vocational education, related 
chiefly to school--tlme preparation for woxfkllfe. 
The Q.I. Bill of RiEhts 

By far the most important legacy of the Second World War for worklife 
education and training was the G.l. Bill of Rights (the Servicemen's 
Readjustment Act) of 1944. By 1956, one out of two World War II veterans 
had availed thCTselves of its educational provisions—roughly seven and a 
half million people, at a cost of $13 billion, a per capita average of 
about $1,750. 

Most veterans opted for education they had missed because of the war 
or would not have had a chance for except for the program — 2,3 million at 
college or imiveralty level, 3.3 million for courses below college level. 
For education and institutional training, veterans received living 
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ailowanees up to $120 a month as well mm tuition and related coats up to 
a fixed limit. Payments to disabled veterans under the Vocational 
Rehabilitation Act of 1943 were larger and more open-ended ( Ene y c lo pa ed la 
Brlttanlca ^ V. 23* pp, 114-114A). 

The renainlng two million or so veterans undertook training on the 
job or on the farm. Because veterans' subsistence allowances were fre-- 
quently, in effect, subsidies for low^^age Jobs requiring little tralningp 
regulations were put in force to place a celling on total wage and 
subsistence payments* and no tuition payments were made to employers. 

Some abuses were widely publicised (Woytlnsky, 1953, p, 178), but 
what Impressed the public most was the serious response of young adults, 
generally beyond normal school age* to educational and traihing opportunitl 
when the inducements were sufficient (Mangum* 1969^ pp. 20-21 i Donovan, 
1.979* pp* 6-7)* Other provisions of the bill reinforced the educational 
opportunities afforded veterans~loans for homas, farms* businesses* and 
special un^ployment benefits— in their transition to civilian life and 
employment , 

The Epployment Act of 1946 

A third legacy of the war was the Employment Act of 1946* The over-- 
full employment of the war had demonstrated that economic depression was 
not inevlcable if demand were sufficient* At the swe time, it was widely 
believed that problems of reconversion to peacetime production as military 
eKpendltures were reduced would lead to a postwar recession of some 
severity* Congressional response was the ^ployment Act of 1946 (Bailey, 
1961). 

Chiefly, the 1946 Act was declaratory and hortatory ("to promote 
employment, production, and purchasing power") and procedural (providing 



for the Council of Economic Adviiara, the Preiident'a Economic Report, 



and the Joint Comnittee on the Iconomlc Report) , All ref erencea to 
"aggregate volume of inveatment and expenditure'' and the like were 
dropped from the Act as passed, yet the Act aignalled the dominance of 
macro fiscal and monetary policies in the management of the economy in 
the postwar years. 

How non-partisan this proved in fact is shown by an evaluation of 
the Act in the Economic Report of the President In the final days of the 
Eisenhower administration in January 1961 i 

(T)he language of the Act affords a fair degree of flexl-- 
hility,** Thus* in 1954, when the economy was undergoing 
a contraction, it was possible to execute a substantial 
reduction in taKes, and thereby to increase the ipurchasing 
power of individuals and business firms, because governmental 
eKpendltures, previously eKpanded becauBe of TEHT Korean 
conflicts were being cut back. In the contraction of 1958, 
on the other hand, different actions were called for and 
takeni monetary and credit policies ware adjusted i 
Goverraient expenditures were faaintalned and in some areas 
Increased^ at the same time that revenues declined, and 
a substantial deficit was Incurred^ administrative actions 
fostered a higher rate of home building i the Federal-aid 
highway program was accelerated; and unemplo^ent benefits 
were extended (p. 54)* 

As suggested by the above account, macro policy at best had diffi- 
culties in the stabilization of demnd at or near full-employment levels 
of activity. But to the extent that the Employment Act and the policies 
pursued did make for better econoinic performance than would otherwise 
have been the case, as there Is reason to believe, labor market problems 
were accordingly eased. As It turned out, the crucial significance of 
the iiw economics for workllfe education and training was the hlghiighting 
of selective labor market measures on the supply and demand side, com- 
plCTentary to macro demand policy, to deal with problems of what came to 
be known as structural unemployment. 
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G, The Area RadavalQpment Act of 1961 and the Trade EKpangion Act 
of 1962 

Prior to Senator Douglas's long effort culffilnatlng in the Area Rede- 
velopment Act of 1961 1 the Trman administration in mld-1949 began to 
use existing powers of government to attaek structural uneTOployment in 
depressed areas, "For more than a y^r there has been a noticeable 
concentration of unanplo^ent and distress in particular areas'* despite 
the high levels of employment throughout the Nation ( Economic Report of 
the President s January 1950, p. 117), Through modifications of procedures 
governing procurement, construction, and lending operations, an effort 
was made to aid the distressed areas. But the situation called for "even 
more determined efforts, broader in scope, and longer-range in character,.. 
The possibilities of more vigorous retraining, lending, and capital 
development activities should be examined. The action should contribute 
to permanent solutions, and not only alleviate current difficulties" 
(p, 118). 

The two vetoes by President Eisenhower of the Douglas area redevelop- 
ment measures were the result only in part of a reluctance to having the 
Federal government assume "major responsibility for such measures." His 
final Economic Report in January 1961 pointed to some of the difficulties 
in the legislation as passed by Congress that later plagued the Area 
Redevelopment Act (ARA) of 1961 as signed by President Kennedy. "(L)egis-- 
lation to facilitate structural adjustments should. . .concentrate on areas 
in greatest need of assistance and avoid dispersing funds over wide regions 
with little lasf.ing effects. It should encourage the creation of new job 
opportunities, not merely the transfer of jobs from one part of the country 
to another" (p, 61). 




Rttralnlng was an Important adjunct to the loanet granta* and 
technical assistance of the AHA, and apparently one of the more successful 
aspects of the program. By the end of 1964 about 39,000 imemployed had 
bean enrolled In 900 projects covering training In over 200 occupatione. 
Unlike the Manpower Development and Training programs , the ARA was able 
to provide sub si stance payments equivalent to averate state unemployment 
benefits for 16 weeks to all trainees and not only to heads of houeeholds. 
Of the ARA enrollees completing training in this early period, more than 
three-quarters found employment In training-related jobe^ — a promising 
beginning given the nature of the job market and the fact thai: Its trainees 
comprised relatively more long--term unmployed with only an elementary 
school education or less compared to M)TA trainees (Levltans 1964* Ifangum, 
1969) . 

This early ARA experience^ especially the allocation of funetlona 
between state employment services and vocational education staffs was 
helpful in launching training under the Manpower Development and Training 
Act of 1962, 

Another worklife training innovation early in the Kennedy administra- 
tion was contained in the Trade EKpansion Act of 1962, Retraining opportunltie 
as well as special unemployment benefits were to be made available to 
workers whose jobs were certified to have been lost because of export compe- 
tltloni under the stringent criteria laid down in the 1962 legislation, no 
case was certified until November 1969, An operative program for such 
trade adjustment assistance had to await changes in criteria and procedures 
in the Trade Act of 1974 (see pp. 23-24), 



D, The Structuralist Cbntrovarsy and Lhe Origins of the Manpower 
Development and Training Act of 1962 

Deeplta the prlnwGy of macro deroand-nianagement policy In the post-- 
war years » the controversy between the io^called structuraliats and the 
maerolsts did not harden until 1961* Previously, the complementarity of 
macro and structural measures seemingly was well recognised by administra- 
tions of both political parties* Who could quarrel with this stataient 
in President Eisenhower's Economic Report of January 1961? 

Steadier and fuller emplpyment of the labor force * which 
presents the greatest and most complex challenge to public 
and private policys Is a problem that has structural as well 
as cyclical aspects [italics ours]* The problem cannot 
be resolved only by the moderation of fluctuations in economic 
activity as a wholai a continual^ more effective matching 
of labor supply and demanH In specific geographic areas^ 
and occupations is also required* Such matching must be 
as smooth as possible in order to overcome dislocations 
incident to technological change * the transition from agri- 
culture to industry, long-term shifts in product demand 
and industry location and International competition. While 
correction of these conditionB are found most readily in a 
stable and prosperous economy * special remedial measures 
are also required (p* 60)* 

But a long and bitter controversy did ensue and its echoes are still 
heard (Kllllngsworth, 1978). While instructive, it now appears somewhat 
sterile. But it was not altogether an empty debate^ for the two policy 
stances can still be observed in some degree in every country* The 
structuralists and the maerolsts differ chiefly in the quantitative weight 
attached to structural measures and to macro measures, "General economists 
in and around the Council of Economic Advisers were convinced that what 
was needed was a healthy fiscal stimulus to raise the rate of economic 
growth" (tongmn^ 1976, p* 42) The Kennedy Administration did not oppose 
the ARA or the ^©TA legislation; its economic advisers were simply not 
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enthusiastic about such measures -ompared to the potentialities and simplic 

itles of the aggregate demand solution. 

At the time of the controversy^ Paul Samuelson, who was "around" but 

not "in" the Kennedy Administrationi while maintaining a skeptical 

attitude as to the nature of structural unemployment, offered the following 

"most sensible vlew"^ — 

There is no hard and fagt line between structural and nonstruc- 
tural unOTployment, The alleged hard core of the structurally 
unemployed is in fact a core made of ice and not of iron. The 
core of ice can be melted over a period of time by adequate 
effective demand^ or it can be solidified from inadequate overall 
demand. Specific measures for enhancing labor mobility^ for 
retraining and allocating people » for improving CTiployment 
exchanges and the organisation of the labor market will by them-- 
selves help to melt the core of structural unemplo^ent, but 
they are moat needed and work moBt effectively when aggregate 
demand measures are being vigorously promulgated (Samuelson, 
1964, p, 783), 

Notwithstanding differences among economists as to remedial measures 
or the natural healing forces of the market (Killlngsworth, 1978^ p, 4^, 
technological displacement of workers was very much in the minds of the 
American people in 1961 and 1962^ as Congress prepared to pass the Manpower 
Dwelopment and Training Act of 1962, During the postwar years, produc= 
tivity was running above the long-term trend. Automation was in vogue in 
the medla^ at intarnatlonal conferencesp for enterprising consultants, and 
in scientific writings « Even though automation per se accounted for but 
a small part of the rise in output per manhour^ technological displacement 
seemed self-^evldent in the apparent secular increase in unCTployment* 
Unemplo^ent and the unemployment rate appeared to be continuing to rise 
to new highs In the peaks and troughs «of each successive business cycle. 
What touched Congressional sensitivities was not only that unanplojmient 
rose rapidly In 1961 to a peak of 7.1 percent in May for an average of 6,7 



percent for the year, but that unemployment among married men reached 
4*6 percent that spring (Mangum, 1976, p. 43). 

Thus, the Manpower Development and Training Act of 1962, a landmark 
in the evolution of workllfe education and training, was conceived against 
a background of a not too Implausible fear of the displacement effects of 
the new technology, "The primary concern at that time was to retrain 
persons who were expected to be displaced by automation and technological 
change and to help them rebuild their skills to meet the occupational needs 
of the labor market" (Mirengoff and Rlndler, 1978, p, 194), 

Curiously, little was known about the training status of adult workers 
in the American labor force when the 1962 Act was passed, despite the 
coimon belief that ''burgeoning technological Innovations have generated 
demands for workers with more education and hitherto unlmown skills,**" 
and that "(t)he knowledge, skills and adaptability of the country -a 
workers greatly influence its rate of economic and technological progress" 
(U*S, Department of Labor, 1964, p . 1) • The congressionally mandated 
1963 study provided the first comprehensive body of Information on the 
subject . 

Some results of the 1963 survey were not surprising but were unavoid- 
ably ambiguous as to what respondents understood or reported as formal 
training, and as to its quality, and its deterioration over time. For 
adults 22 to 64 years of age In the civilian labor force in April 1963 who 
had less than three years of college (52 million out of 61 million covered 
by the survey) , 45 percent reported some kind of formal training at some 
time and most of these had at least completed high school; the other 55 
percent reported no formal vocational training of any kind and one--half 
of them had less than an elementary school education (ibid,, p, 3)* 
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The 8,7 million workers who had completed at least three years of 
college raportad that they were working mainly in fields related to their 
collage major or formal vocational training (ibid,, p* 20)* Except for 
this group, formal training ranked third to on-the-job training and 
"casual methods'' as the means by which workers reported they had learned 
their jobj and also ran third as the "most helpful way" for all occupations 
as a whole (ibid,, p, 18), 

Perhaps surprisingly, 2»8 percent of the group with less than three 
years of college, or 1,484,000 Individuals, reported that they were 
currently engaged in vocational or job training (other than on-the-job 
training) at the time of the survey In April 1963. The survey also 
provided for the first time the major occupational fields for which tralnln 
had been or was currently being taken , as well as^ for men and women 
separately, the main types of training Institutions in which formal tralnini 
was undertaken (ibid*, pp* 10-13), 

Shifting Priorities under ^roTA/CETA, 1962-1978 
Ten years later, in the anniversary celebration of the MOTA, the 
origins of the legislation in congressional concerns over automation and 
technological displacement went virtually unmentioned. One of the two 
exceptions among the official participants was Lloyd Ulman. In his words^ 
the MDTA "moved from an initial concern with technological unemployment 
and mature, exparlanced workers who ware presumably tha victims ot the 'new 
technology,* to concentration on tha young, the poor, the members of racial 
and athnlc minorities^ many of whom have been vletims of dlacrtolnatlon" 
(Ulman, 1973* p. 103). 

Few recalled that at its Inception MDTA was admlnlstared by the Office 
of Manpower, Automtion, and Training. The shift in «nphasls from training 



of displaced unemployed workers to numerous categories of the dlsadvantage( 
almost as soon as M)TA got started, has been explained succinctly by the 
rapid decrease of unemployment among married men by the early spring of 
1963^ while at the same ttoe youth unemployraent began to rise. '■(W)hat 
was needed was not a retraining program but a training program for those 
who had never had substantial skills or stable work experience" (Mangum, 
1976, p. 43), 

The Economic Opportunity Act of 1964 and amendments to the M)XA con- 
firmed the shift in policy emphasis from retraining of experienced workers 
to employabllity training of the disadvantaged, to overcome their personal 
and other disabilities for adaptation in an unfriendly labor market • 
There was much Improvisation and lack of coordination for, unlike the 
situation in other countriesp there had existed no prior national training 
system or centers in the hands of the manpower authorities. In the MDTA, 
the shift to the disadvantaged and the young was a slow process for many 
reasons s including the quite understandable tendency toward creaming. It 
took about five years to change the ratio from one disadvantaged out of 
three enrollees to two out of three and more years before reaching and 
fluctuating around four disadvantaged out of five. 

From the beginning of the new orientation, there have been objections 

in principle, GoBta Rehn of Sweden was one of the first to argua that the 

result would be hurtful to the disadvantaged as well as to others; ha was 

to repeat his criticism of tha imbalance of the new emphasis in 1972 on th< 

occasion of tha HDTA anniversaryi 

It is all vary wall to upgrade semi-unemployables to the point 
where thay can take up paid employment at one of tha lower 
levels in the hierarchy of Jobs, But squeezing mora people 
onto the lowest staps of tha ladder of jobs* which are alraady 
ovarcrowdedt must lead to failures and antagonism. It would 
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seem assentlal to help those who are already more advanced, 
or at least employed, to climb to high steps of the ladder, 
thereby vacating places for new work entrants to be ushered 
in on simpler Jobs. It is important also to fill vacancies 
in shortage areas to help general expansion by the indirect 
effects of opening such bottlenecks (Rehn, 1973, p, 175). 

Since 1973 and the transition from MDTA to CETA, there are indlca* 

tlons of soma offsetting tendencies* These may be seen as consequenceSs 

in part unintended, of decentralisation to prline sponsors, as well as of 

recesslon-^induced tendencies* Public Service Employment has had the 

effect of raising age, education, and degree of attachment to the labor 

force and of reducing the proportion of blacks and disadvantaged generally 

in CETA programs* This was true as well of trainees and other beneficiaries 

under Title I (Mirengoff and Rlndler, 1978, pp. 202-204), as a result of 

the decentralization process Itself, "Factors associated with these 

changes are the spread of programs to the suburbs, changes in the mix and 

content of programs, conscious decisions to broaden the client base in 

response to cotmunlty pressure, emphasis on selecting those most capable 

of aucceeding^ and a shift toward enrollment of heads of householde in 

response to the economic decllneV (Ibid,, p, 219), 

CETA performance to date appears * thens to have had two tendencies 

relevant to development of a training system for adult workers without 

basically altering priority for the disadvantaged: (1) Training programa 

have bean marginally redlrented to serve a more mature clientele who may 

be mora likely to enter emplo3ment after program participation, (2) During 

periods of exceptionally high-level unemplo^entj Public Service Employment 

has become an acoeptable form of emergency jobs, if controversial, as a 

substitute for Income^malntenance per ge» and as competitor or supplement 

to other employment measures and training Iti recession. 



Worker Adjustment Assletanca under the Trade Act of 1974 
The certification criteria and proceduras under the 1974 Act have made 
it possible to certify large numbers of plants and workers as eligible 
for benefits to compensate them for losses resulting from Import competi- 
tion—contrary to the situation under the Trade Expansion Act of 1962 (see 
p. 16). The rationale for the special assistance provided is that the 
production and job losaes are the result of U.S* trade policies. Adjust- 
ment assistance to plants and coirasunltles Is the responsibility of the 
Department of Commerce and assistance programs to workers that of the 
Departmant of Labor. 

Despite the eKpectatlon that this kind of situation would provide 
an unusual opportunity for adjustment through counseling^ retrainings relo- 
cation, and placement services, this has not proved the case. It Is not 
surprising, of course^ that for workers the special attraction Is an unem- 
ployment benefit over and above that of regular unemployment compensation for 
up to 52 weeks, and longer If In training. From April 1975 through January 
1979 about $637 million were paid in cash aflts to 4135379 workerSp 
averaging about $1^400 per worker in addition to regular unemployment 
compeneatlon payments received (U*S, Department of Labor, 1979, p, 1), 

Workers In all but five states have received benefits since 1975^ 
chiefly In the steely automotive, apparel , footwear, electronlcBj taKtile, 
and copper Industries, Moat certifications resulted from union petitions. 

What is surprising— and helps explain the relatively amall demand 
for other types of assistance. Including trainlng~ls that by the time 
the cases are certified and benefits are paid "roughly 75 to 80 percent 
of the individuals concerned are back at work, most frequently at the 
specif 1q fl™ from which they were laid off," according to Departmeinc 
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of Labor estimates (DOL, unpublished memorandum; U.S. General Accountini 
Office, 1978, p. 20). 

Obviously trade adjustment assistance has not demonstrated the 
exemplary virtues of training and retraining hoped for ir facilitating 
shifts in labor and output to more competitive (or more productive) 
emplojnnents , 

Through January 1979, only 15,537 workers entered training out of 
the 413,379 workers receiving benefits under the 1974 Act— somewhat less 
than 4 percent. As to utilization of other services offered, 2,045 re- 
ceived job search allowances, 1,295 relocation allowances. (The New 
England sample In the 1978 GAD Report , p. 19, Indicates about 14 per- 
cent of the beneficiaries used counseling and job referral services of 
the local public employment agencies.) Most of the unemployed having 
been recalled or having found jobs on their own, only 13,433 were placed 
by employment service offices (U.S. Department of Ubor, 1979, p. 1). 

At best. It can be argued that gentlemen's or orderly market agreements, 
temporary quotas, or tariff Increases under escape clauses are gradualist 
Improvisations for easing the pains of transition. So far about 10 percent 
of the workers In the certified trade adjustment assistance cases have 
apparently retired or withdrawn from the labor force, according to unpub- 
lished Deparment of Labor estimates. But do we have a policy of accomoda- 
tion to change other than attrition or buying of time? and how la that 
tine being utilized? instructive measures for adaptation through 
commimlty and Industry assistance under the Trade Act of 1974 would seen 
to require more retraining and redeploynent of workers than Is Indicated 
by the small use of prof erred labor maritet services. 
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G. Worklife Education and Training and the Goal of Lifelong Learning 

The movement for a "laaming society" has deep roote In American life, 
but to date there is no comprehensive aystam for providing and financing 
educational opportunity for adults throughout life. The emergence of what 
we have traced as a policy— If so it be"for worklife education and 
training, for easing the ordeal of change In the labor market. Is but one 
aspect of the goal of lifetime learnings It has, however , both in the 
United States and In other countries, contributed to and drawn upon the 
more general tendencies toward flexible working life, recurrent education^ 
and lifelong learnings 

In the United States, the Lifelong Leaming Act of 1976 Is the symbol 
and not the realisation of the goal of a lifelong learning policy, which 
by its nature Is open-ended and unending for society and the Individual* 
Its policy declarations fall short of a formal pronounceinent of national 
policy I as set forth as "findings" in Sec. 131, they Include aTOng others 
the following—^ 

• The American people need lifetime learning to enable 
them to adjust to social, technological, political 
changes * 

• American society should have as a goal the availability 
of appropriate opportunities for lifelong education for 
all Its citizens, I 

• Planning is necessary at the national » state and local 
levels to assure effective use of eKlstlng resources 
In the light of changing characteristics and learning 
needs of the population. 

Operationally, the Lifelong Leaming Act (Title I-B of the Amend- 
ments to the Higher Education Act, P*L* 94-482) gave responsibility to 
the Office of the Assistant Secretary for Education for planning, asses^ 
sing, and coordinating educational policy-making from a lifelong learning 
perspective. According to the first annual report to Congreas, 



The legislation was passed because of a widaly felt concern 
over the proliferation of Federal programs to suppDrt adult 
learning— by one count close to 300 p rog ranis , l^at was 
needed. Congress declared was not still another program, but 
a mechanism for assessing the learning needs of Individuals 
and society and for determining ways Federal resources and 
programs might best be used to help meet those needs (U,S. 
Department of Healthy Education, and Welfare, 1978, p. 1)* 
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PART II. 

PATTERNS AND TmiNG OF TRAINING PROGMMS IN RECE_SSION Aro^ECOyERY 



In a static soclatys there would be little parlodicity in the demand 
for worklife education and training except for women reentering the labor 
force or for individuals changing careers in midlife, and collectively 
such demands would be fairly evenly distributed over time with little 
bunching. In real economic life, there are several conceivable patterns 
and, for policy purposes, it is necessary to consider private and public 
training separately and in combination, as well as the duration and nature 
of the business cycle, 

• Until fairly recently, the time pattern has been for the 
employer training to drop off with the beginning of recession 
and to pick up again as recovery gets under way, with public 
training (if any) moving much the same, with minor differ- 
ences in lead and lag time* 

• In countries with an active manpower policy, as in the 
case of Sweden, public -^labDr market training" can be 
increased contracycllcally as employment and private training 
falls off in recession and then allowed to decrease (except 
for shortage occupations) as employment opportunities 

rise with the beginning of recovery, 

# A third pattern is suggested by recent experience in some 
countries where public training was on the increase prior 
to the recession of 1974 and continued to expand thereafter 
with little regard for what was going on in the private 
sector— essentially a catch-up phenomenon— provided the 
recession was not too long in duration, 

# A fourth pattern is possible if we distinguish between 
the training requirements for eKpanding and declining in- 
dustries^ or ahortage and non-shortage occupations; then 
it is poosible to think of public training rising on a 
gentle slope with minor contracyollcal movements along the 
trend path while providing appropriate support at all 
times, presumably cyclically in the upswing, to training 
activities In private firms or Industry consortia. 



A, Countercyclical Training in Active Hanpower Policy 

The idea of countarcycllcal workllfe training and educatign, while 
not entirely new, is largely the product of the development in western 
countries of national manpower policies in the last twenty years or so. 
In the decade prior to 1974, many countries had initiated major efforts 
to expand their public training systems or to promote workllfe training 
by subaldization of some form of educational leave, usually for economic 
growth and adjustment and not necessarily as a countercyclical instrument. 

The principal international forum for building up support for a 
policy of countercyclical expansion of training by the public manpower 
authdritles was the Manpower and Social Affairs Comiittee of the Organi- 
zation for Economic Cooperation and Development (OEO)) * Some official 
recognition by the Member Countries was indicated as early as 1964, in 
the OECD Council *s "Recomendation on Manpower Policy as a Means of 
Promoting Economic Growth." Nonetheless, there continued to be stubborn 
opposition throughout most of the Sixties, The psychological barrier to 
expanding training in periods of high unemployment was no less strong 
in Europe than in the United States, 

But by the end of the Sixties most of the Western countrias had come 
around in principle to the view that countercyclical training is a 
logical component of labor market policy to reduce cyclical unemployment 
and to avoid skill bottlenecks and inflationary pressures In the business 
upswing (Rehnp 1975, p. 99), In 1969 in the United States, the Nixon 
Adminlat ration proposed triggered expansion of public training programs 
In periods of rising unemployment in amendments to the IffiTA, but this 
failed in the Congress. Beginning in 1974, the rising costs of unemploy- 
ment benefits in all countries gave support to the suggestion that some 
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part of these expenditures might be more constructively spent for 

expanding training activitieSp and at little net cost (Mukherjee, 1976). 

What happened to training volume in four European countries during the 

continued rise in unemployment since 1974* will be noted briefly below* 

B,^x)untercyclical Aspects of Worklife Education and Training i 
Some International Comparisons 

In what follows we will take a brief look at some major examples 
of new worklife education and training programs in a number of countries 
from the standpoint of how they may have contributed to countercyclical 
labor market training. The shape these programs have taken in the varl-* 
ous countries is the result of differences in political syst^i, in the 
nature of traditional schooling and training^ the existence or not of 
strong national labor market agencies , their relationship to the educa-- 
tional authorities, and special economic or labor market clrcrastances * 
Even a cursory elucidation of these factors and relationships is beyond 
the scope of this papery but an awareness of these consideratidns is 
useful in an examliiation of foreign experience. 

The Swedish Model 

We will use the "labor market training'' system of Sweden not in the 
sense of a model for other countries to imitate hut as a model to help 
understand the differences and cyclical tendencies in worklife education 
and training in the various countries. So much has been said about the 
Swedish experience that we will resort to what must fairly be regarded 

*In the first quarter of 1979, unemployment for the nine countries of 
the EurDpean Conmunity in total was higher than at any time since the 
begltmlng of the recessioni following plateaus of little change in 
1976 and I9789 registered unemployment is slightly less than a year 
ago only in Germany, the United Kingdom, Denmark, and Luxembourg of the 
Commtmity countries (Eurostat, Mbrch 1979) • 





as an authoritative intarpretation by Gosta Rahn, who played no anmll 

role in the development of the Swedish model and lateri in the OECD, of 

"active manpower policy" generallyi 

The expression -labor mrket training* has been invented by the 
Swedes to characterize^ better than simply 'adult trainings' the 
purpose behind their voluminous activities in this field. 
During recent years more than 1 percent of the labor force^ and 
about 1.5 percent during the low-employment winter season, have 
been engaged in training sponsored by the educational and labor 
market authorities in cooperation. Eligibility is confined to 
the unenployed and to workers in declining industries or persons 
otherwise pressed to have difficulties (e,g, unmarried mothers); 
if the training concerns 'shortage occupations , * however * anybody 
who wishes can participate. Income maintenance is provided by 
the State, largely at a level between unOTployment insurance 
benefits and normal wages. This program is being used not only 
to help people with low skills to go over to better paying 
occupations, but also to help employers in shortage areas to 
expand production. It is also used ae a direct short-term balance 
factor in the labor market. In each of the conjunctural do^mturns 
which this country has experisnced aince 1966 a rapid expanaiQn of 
training has also helped considerably to Itoit the increase of 
unemployment, at the same time preparing a better supply for the 
next upturn (Rehnj 1975* pp. 98-99, italics ours). 

It is precisely thf labor market orientation of training programs 
under tha direction of the central Swedish manpowsr agency, the National 
Labor Market Board* that is the essential characteristic of the Swedish 
model as viewed — ^and copied— by other countries. The demarcation of 
labor market training from adult education generally Is* with some varia- 
tion, coranon to other countries. The collaboration between the labor 
market and educational authorities is also stallar to that which has groim 
up in other countries^ l.e** direction In the hands of the manpower policy 
authorities with delivery of services in varying degrees by educational 
institutions and others. 

But first a few specific comments^ The concentration and efficiency 
of the Swedish manpower agendy in directing Its traln^g to labor Mrket 
object Ives, —e.g., the reduation of unMployment by increasing training 
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in recasslon~may be misleading as to the social and non-vocational 

elements in its worklife training system. 

All entering training go through a pre^tralning course which 
then polishea the skills in reading, m^thematica, or language 
they will need to complete a course > iralnlng successfully*** 
In these ways the Centers serve the dual function of (1) re- 
training people with skills,,. and (2) providing the social 
services of helping people who have not succeeded in more 
conventional education programs (Hanf ^ HJern, and Porter > 
1977, p* 334). 

"The educational element without direct vocational orientation to labor 
market training now accounts for about one^third of all labor market 
training" (von Moltke and Schneevolghtt 1977| p* 138), 

The separation of labor market training and adult education 
suggests a greater difference than is the ease between the Swedish 
model of worklife training and those countries where labor market 
training takes the form of "educational leave" programs open to all. 
Generally it is true that Swedish labor market training is limited to 
the unemployed whereas other ays t ems are open to employed workers as 
well. But it is a fiction that the "educational leave" schemes in other 
countries give scope to individual choice or are less labor-market 
oriented; in fact they have less non-vocational content than the 
Swedish model, "Even if it is not identified as such (Swedish) labor 
market training occasionally satisfied the pruposes and goals assigned 
to educational leave more comprehensively than many outspoken educa^ 
tlonal leave programs" (von Moltke and Schneevoighti 1977, p. 145)* 
Moreover^ the 1976 payroll tax on OTployerg for adult education pro-- 
vldea regional education councils with funds for grants inter alia to 
workers who eKarclse their new legal rights (since 1975) to take 
educational leave from work of any duration or periodicity for any 




kind of tralnlagi such unpmld leave Is sub jecc to the employer's 
■ convenlenoes mad not all workers are assured of this or other forms 
of Income support (The Swediah Institute, 1978j p. 1), 

Another thing not to go unnoticed is the labor market board's 
strong control over the managOTent of labor market training ^ having 
its own in-house training facllitiee (Hanf et al, op, cit., pp, 333-334). 
The flexibility afforded by the l%muty of maintaining training facilities 
ready but unused is misunderstood by von Moltke and Schneevoight who 
write a utilisation rats of only 65 to 80 percent (at times)*,, 

points out difficult Iss in prognostic planning in view of thtt vagaries 
of labor market dwelopments" (op. cit*, p. 138), Quits the opposite 
Is ths case. Ad vanes preparation and rsadiness are the guiding rules 
of Swsdlsh active manpower policy for meeting sudden contingencies. 
V : A major innovatloni in supplraentatlon of the. other counter-* 

cyclical training programs, has b^n the payment of a 25 kroner hourly 
4 V -Subsidy per worker to raployers who provids training^ — up to 960 hours 
per worker---^s an alternative to layoffs • In ths peak year of the 
: xmcmmsiM the nmnber of trainess rose rapidly from roughly 10, 00 to 
100^000 and t with recovery* declined apparsntly about as squally f asp 
(The Swedish Institute, 1979, p. 2| National Labour Ifarket Board, 1977/ 
28, pp. 39^40). 

. As a result, Sweden has been able to achieve its objective of - 
varying the niimbers of worksrs in labor marks training countercyclically^ 
i.s#. Increasing training in recession and decreasing It as Jobs open 
^ : up * "During:^ the 1970 ^s ths number ^F^arsons in training has varied In 
a ffiors clearly ant icy clical manner than bef or e'^ (Johs Sctoid, 
, 1979, p, 36) • As we will note below, this was not the case in any 
o other major European country. 



Furtii^r Training and Retraining in Germany 
What we will call the Further Training md Retraining Sehema 
under the Federal Republic's EmplayMnt Promotion Act of 1969, which 
owed much to the Swadish initiative in active manpower policy, broka 
the bounds of the Swedish labor market training model. By this programp 
free access to further training and retraining became a legal right of 
German workers, notably the employed^ available upon application by 
individual workers subject to certain eligibility requirements p After 
1974 1 aa it tumsd out, thefe requtrementa were altered and interpreted 
more rigorously, with the change In econond^c clrcumatancea , 

Cofflpientators have made much of the difference between the German 
and Swedish sys tern in the latter'a emphaaia on the use of training for 
the reduction of unemployment. The new German program of 1969 "was riot 
developed as a measure for combatting unemplo^ent, but as an adjustment 
measure for economic growth tod for labor force mobility, and only 
secondarily as a measure for preventing une^loyment" (Johannesson mi 

ir^^^ - . : ..... 

SchmJd, 1977, p. 43)* While it Is true that In Sweden there is a 
closer administrative link between placing workers In training and re- 
ducing unemployment —even if only because the Swedish system Is largely 
limited to the unemployed— training in Sweden is no less a part of the 
t^ole labor market strategy for mobility .and economic growth than in 
Germany « 

Be that as it may, the Federal Republic was one of the early 
countries to declare its acceptance of the principle of "the use of 
adult trailing as an Iraaedlately counterbalancing factor against 
unemployment.*," (Reta, 1973, p* 99). "It goes without saying," the 
German authorities said In 1972, "that in times of economic depression, 
when structural weaknesses hiaden during the boom become apparent, the 



nunber of appllcatians for axtenslon training will be partlculariy high" 
'(Report of the GsrMn Authorltlasp OICD, 1974, p. 141)* 

From the begiimliig there was never any question of the popularity 
of the progrMi, The extraordinary enllstttent of trainees at the outset 
testified to the pent-up d^isnd for opportunities for upward mobility 
and soelal mobility through further training on the part of employed 
workers* It was also, in part, the result of a shift from other training 
progrms in response to the attraction of "practically full inciOTe 
maintenance during the months and even years of training" with all costs 
paid (Rehn, 197S, p/96). The progrra quickly reached a peak of 
288^000 enroilees by 1971 and receded to 233,000 by 1974, The chief 
criticism was that the progr^ was too successful In serving the needs 
of the better educated and eKperlencsd workers seeking Job promotion 
and social advancement, and not sufficiently used in seeing the 
training needs of Inexperienced or unemployed workers , 

The expectation that training volime would Increase countercycllcally 
was soon frustrated by the fact that the program was financed put of a 
cOTmon f und with rapidly rising uniMvloyMnt benefits, What the news* 
papers described as the "golden coffers*V of the national m^ 
It had Its own payroll tak for financing all of Its programs^t^r^ soon 
de]pleted and had to be supplemented by general revenue fun^^ 
by closer oversight by the political authorities. In view of the Govern* 
ment's new austerity policy, eligibility standards were tightened by 
legislation, and applications were scrutinized more closely, "Tralrilng 
from how on is 'necessary' when the applicant is wlthrat work, 
Imnadlately threatened by unemplo^ent, or has no prospects of being 
employed" (Johannesson and Sctold, 1979, p, 44), "In these cases. 



80 pareent of thm last net wage is still paid during the training 
period. The same holds for unskilled people. In all other eases the 
maintenance grants (by new regulations) amount only to 58 percwt of 
the last net wage" which had a dlsoouragli^ effeet on ^ployed appll*- 
eaats Clbld»p p* 44). 

The unmployed now aomprlse the preponderenae rather than a small 
pereentage of the trainees. Current Information Is not adequate to 
determine whether operations are In roughly a steady state or tending 
to decline. The latter Is suggested by Johannesson and Schmld» who 
refer to the low take-up by the unemployed p whleh they attribute In 
part to the system's dependency on Its deliverers of training services*'-- 
"the implementation network which Is still strongly oriented toward 
training for upward mobility" (Ibld.p p. 44)— and to the fact that the 
manpower authorities do not have their own specialised facilities as 
In Sweden for training the unemployed . There were also Indications 
that curtailment of the programs by the labor market authorities was. 
In parti the result of abuses by the private (Institutional and other) 
deilverere of training services* 

Thus, within ten years of Its establlstoent, the comprehensive and 
ambitious Further Education and Retraining program of the Federal 
Republic began to move In the direction of the narrower Swedish labor 
market training systemp focusing major attention on the unemployed and 
the hard--tO'*employ by tightening up eligibility standards for experienced 
workers. But in contrast to the Swedish case. It appears likely that 
training volumes have flattened out rather than risen countercycllcally. 

There are also Indications that Germany places highest porlority 
in recession training policy on assuring sufficient training slots for 



schopl Xeavera, the basic feature in the traditional German training 
•yatffli, which h«lp8 to account for its low rate of youth unemployment 
(Stewart, 1978, pp. 95-96). 

What we have said above seems to explain in large oeasure the 
major change in the German labor market training program since 1974. 
What will be of interest to us In Part 111 below Is the close connection 
between the admtalstratlon of training and payment of unemployment bene- 
fits by the national' manpower agency In Germany. For the moment, we 
will note only the enthusiasm of foreign observers before 1974 for 
using unemployment Insurance fund surpluses for financing training and 
other labor market programs. The results were not as expected— nor was 
the severity and continued Airatlon of high-level unemployment in the 
period since 1974. 

" Paid Edueatlonal leave" In France 

In many respects, the so-called Paid Iducatlonal Leave scheme for 
labor market training In France Is more ambitious than the labor market 
training alms and programs of iweden, Germany, or any other country. 
Contrary to conmion impression, the legislation of 1971 did not create 
a legal right to paid educational leave i it did announce, however, the 
adoption of a principle or policy of paid leave. Nor was the leave any 
leas vocational or labor market oriented than In the Swedish ^and German 
precedents. The 1971 scheme was, however, more ambitious, difficult, 
and eomplex--and longer In gestation--becauae it represented In^^ 
of an attempt at reform of the whole French educational system 
(von toltke and Sehneeydlght, 1977, pp. 85-87). 

In contrast to the iituatlon In Germany, where the comprehensive 
Further Training and Retraining Schane of 1969 was In no siall part the 



produet of the affluence of its modern aconomy, the new Freneh workllfe 
training scheme mm the product of the travail of the transformation of 
the nationai economy (OECTp 1973, pp, 69-71)--"the shift from a mlthuslan. 
Inward-looking society to a dynamic society open to the outside world" 
(Dslors, 1973, p* 260). 

Although many of the Institutional underpinnings were already 
developsd» the proKlmate cause of bringing the 1971 sch^e to life is 
to be found in the "Events of Hay" of 1968 and in the meatings of 
Pompidou (then Prime Mjjiister) with the trade unions and employer 
organisations to find a solution to the economic crisis that threatened 
French political stability (Stewarts I978p pp. 92-93)* One of these 
questions was what to do about training and retraining of workers 
facing loss of Jobs in the msrgers and reorganliiatlons of enterprises 
in the ongoing transformation of French Industry « In common enough 
French practice in labor market matters, the collective agre^ent 
between Industry and labor~f Inally signed in July 1970^^as given the 
force of law and extanded with some qualifications to all industry in 
the Vocational Training Act of July 1971** 

In brief, the Act of 1971 gave French workers, subject to some 
qualifications, mora particularly the interasts of thalr employers, the 
opportunity for up to one ym&t of full--tlme training or 1,200 hours of 
part-time training at pretty much full wages. Employers were required 
to sat aside a percentage of their wage bill (0»8 percent to begin with 

*For a susmwry of provisions, the relation to other public and private 
training activities in France, and the political rationale for devolu^ 
tion of substantial responsibilities to private organisations outside 
the educational system proper, see, among others, OECD, 1973, pp, 117-^ 
120| Delors, 1973, p. 266| and von Moltke jind_|chneevoight, 1977, pp. (53- 
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and 2 percent by 1976) and were given a legal duty to prgvlde training. 
The money could be spent directly by the employer for training within 
the enterprlee or paid to outside organlgations for training services. 
Moat of the training appears to be at the Initiative of the employer 
and for his needs. In short, "paid educational leave'* has not provided 
general educational opportunities at the Initiative and discretion of 
the individual workers inside or outside ordinary working hours. 

There is some State subsidisation of training under the 1971 Act, 
provided it Is not simply flrffi-speclf ic , But in addition there is a 
wide range of programs directed largely to structural adaptation that 
are subsidised or conducted by the government (von Moltke and Schneevoight^ 
1977, pp. 66-67), Through a flexible syst^ of grants^ the State Inter- 
venes actively "according to priorities set and assigned to publlo as 
well as to private Institutions'' to achieve ''a policy of orientation^ 
cooperation, and coordination" (ibld.^ p, 47); 

What effect the 1971 Act has had upon the timing and voliMse of 
French training Is difficult to say because of shortcomings in statis- 
tical reporting. The best data available are those provided by von 
Moltke and- Schneevolght, and these do not go beyond 1974, During the 
initial years, these authors believe the progrm had no great effect 
eKcept to increase training In the smaller or medium-sl^e enterprises. 
Between 1972 and 1973 f hours of training Increased roughly from 78 to 
96 million hours and the number of trainees from somewhat over 1 million 
to somewhat less than 1.4 million (ibid., p. 73). This would not appear 
insubstantial « 

The data covering 1971-74 refer to tha ninnber of trainees financed 



or subsldtzed to some degree by the Government for various types of 



programs or obj actives. For trainees receiving public aid for purposes 
of "maintenance or Improvement of capabilities or social advancement," 
the ntmbers IncrMsed from 446,000 t^ 474,000 between 1971 and 1974 — 
largely f^rkers covered by the 1971 Act* Excluding youth programs, 
other subsidies Involved an Increase from 251,000 to 290,000, largely 
for purposes of structural adjustment for which the State assumes major 
responsibility (ibid,, pp, 66-67). 

Such Information tells us very little if anything about the counters- 
cyclical effects of the 1971 program for paid educational leave except , 
under it, employer eKpendltures vyere scheduled to increase rnther than 
decline to what proved to be the-recession just ahead ^ In all, the 
French scheme appears to have weathered the austerity effects of 
recession policy better than the Geman» Inployer expenditures for 
training rose to 1,62 percent of payroll by 1975, as scheduled. More 
significantly, the original collective agreement of the negotiating 
partners In 1970 was revised in 1976 to liberallEe qualifications for 
entitlraent to tralnlng—the reverse of what happened in Germany — and 
confirmed In the Act of July 1978* The changes were "designed to 
encourage more people to ^ercZse their right of educational leave" 
(IDS, No, 79, 1978, p* 5)* The 1978 Act also made for some. changed In 
the financial role of the Stats, via., to reimburse employers for 
salaries paid after a specified nimiber of weeks in the short or long 
courses. The employers, however, are no longer obliged to authorise 
leave for more ttmn one-^^lf of one percent of their workforce at any 
one time. 

It appears that what we see developing in France is a public- 
private workllfe training systm along the lines of the fourth possibility 
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9Uggtsted sbovap l.e.» one with dampened cyclical flue tuat Ions along an 
upward seeuiar trend • Workers and eraployers In eKpandlng induitrles 
have incentives for engaging In training activities in recession as well 
as In recovery, with Govemront giving favored financial treatment to 
growth seetors, and providing programs or facilities under its own 
control to train workers set loose from deallnlng Indus tries for employ-* 
ment in expanding Industries or new technologies. 
TOPS In the United Kingdom 

As we consider the Training Opportunities SchMe (TOPS)^ the 
British counterpart of the ^edlsh, German, and French labor market 
training programs for adult workers. It may be useful to note some 
Institutional similarities and differences. The United Kingdom Is 
a unitary state as are Sweden and France, ^^lle the Federal Republlt 
©f Germany is a federal state much like the United States In >duca-* 
tlonal matters* Yet Germany has a strong national manpower agency, 
while centralized France has none at all except for Its employment 
service* All four coimtrles have strong tripartite characteristics In 
labor market policy and administration, and especially In regard to 
training md retraining of adults^ ' 

The Manpower Ser^rtces Comisslen differs f rra the National Labor 
Market Board In Sweden and the Federal Institute for I^bor in Germany 
in that It Is tripartite at the policy level nationally but ^ 
a^i4stratldn, either nationally or locally. All three national 
mMpower agencies are organizatloM^^^^ 
^^^^strles and have considerable policy authwlty, subject ultimately 
to overall policy and budgetary control of their goveriments. We have 



(syndloalist-llke) devolutlan of pollcy-raaldLng and adtaiinlstrstien~ 

even InvlCed by Fonpldou before 1968^*to bipartite emplQyer and trade 

unlen organisations * 

The special feature of the Manpower Servlcea Commission and Its 

aubordlnate training Servioes Division (TSD) is tluLt, unllka the oen- 

tral nanpower agenoies in Sweden and Germany, It has potentially 

effective oontrol over the whole of the postschool training system. 

The Industrial Training Boards (ITB) Act of 1964 was the oonsequenee 

not so much of shortcomings to the education syst^ but of the restrict 

tions on apprenticeship by local unions, and was enacted with the tacit 

if not open support of the central Trades Union Congress, the TUC 

**H6ordon, 1965^ passim ) , Thm bybsequant EmployMnt and Training Act 

of 1973, sstablishing the Ifanpswar Services Commission and ^bracing 

what are now known as the Training Services Division and the &nplo;^ent 

Serviaes Division, introduced levy exemption in place of the levy 

grant schema of the 1964 Act to simplify administration and aimed, in 

part, to give the (preeKlsting) Training Services Agency better control 

of the systffl in meeting problems cutting across industries. The 

Training Services Division "funds the qperational costs of the Boards. 

In addition It finances certain key training activities carried out 

through I'TOs and since 1975 has prmrlded additional financial support 

to help ms maintain training opportunities in firms which otherwJ se 

would have been lost because o£ the recession" (U.K« Itanpower Services 

Gonmisslon, 1978, p. 17)-. 

As stated In the 1978 MSC RevlCT and Plan t 

The ato of the Training Services Division is to promote the 
develo^ent of an efficient national tralnUg systra which 
contributes effectively to meeting the Qanpower needs of the 



^ have training 

, opp^yttm^ aesires 
and 4g»ploym«it jaeeds itt preparation for and throughout 
their working Uvea (p. 18 , Italics ours) . 

TOPS, the Training Opportunities Scheine, grew out of the Govarn- 
nent's earlier skills program In its own centres. Prom Its beginning 
in 1972j TOPS was designed primarily to "meet the needs of Individuals 
who did not acquire a skill early in their working life, whose skills 
were putdated or in need of refreshing on reentry into the labor 
market, or who wish to train for a higher level of skill" (U.K. Manpower 
Services Coranisslon, 1976, p. 17) and to complement other components of 
the training system. 

From Its creation in 1973, the Ifanpower Services Commission was 
committed to the objective of countercyclical training, and one of the 
first tasks given the Training Services Division was to develop contin- 
gency plans "in the event of rising unemployment" (ibid., p. 25) . 
From the preeslstlng level of 15,000 trainees In the Governiiient's 
earlier progrOTa, TOPS steadily Increased its enrollees from 45^400 in 
1974 to 99,000 In the year ending March 1978— as against an earlier 
projection of 100,000 by 1980. 

By 1978, iwre than 800 eoursies were being offered, mos 
middle and lower ranges of craft, comnerclal, and clerical occupations— 
a deliberate policy to avoid overlapping with training "traditionally 
carried out either by employers or by the educational or by the pro- 
fessional training system" (^S_R^1^, 1978, p. 9). Training In 
craft skills takes place at the im's Skill Centres and in employers': 
establishments' (but not if "specific to only one employer"). Mostiof 
the other training, the larger part of the whole, is off ered in 



facliltliis Era ireiat^ 

/ Cpflq^snsatlon to tralnaaaf ls perhaps no less ganaroua than in the 
Frennh^ Sttoattf and Si^dlsh programs. As of 1976i the stlpe^ 
tralQBaav tak free, had been ;lncrea©ed j^to a 

unatploymSQt benefits . Training alloimneas Comparable to average 
earnings were urged by the Trades Union Congress in 1977 to inarease 
tha^^raand for training by adult ^^w^ 

p* 58>* But there is no inSiMtion^ a continued 

backlog of applicants and a growUg view that this is the tiiae for 
consolidatloii rather than expansion of the TOSS prpgrasia 

Until 1977-1978, the British authorities pursued thair^^^ 
naintatnlng or increasing training levels, as indicated by TOFS' per^ 
formance and by special; assistance to the Industrial Traliiliig Boards 
to prevent declines in trainings in ce^ 

however^^ there had biien a g^aat dtel of soul-searchtog going on within 

the Manpower Services C^^^ssipn. as t^ future«^ Becausa of the ; . 

prolonged recession in the United Ungdom, the plaoramt record for 

trainees has slipped » The "efficient solutlonV would^^^^h^^^ 

selective in accepting applicants and to abdilsh less successful douraesv 

closing training capacity in areas lAere placMMmt rates .are^ l 

and s^tehing capacity to the training of ^ployed work^ "social 

solution" would be V to increase facilities further to give more : 

ta: the lass ^able an^v disadvantaged and "accepting still higher raters /of . 

faille** CTOM Revife l97B^ pp. 16-17). ^ 

The first racbliiiendation of the official stock*taking in the Review 
of 1978 was that "TOPS occupatloiml training should be more closely 
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related to amploysrs' actual or proapecti^e needs, and trainee's 
suaaess in securing subsequent «Bpl©^ent should be taken as a najor 
Indicator of the effectiveness of TOPS training although it should be 
applied less rigorously in evaluating work preparation courses than for 
Qccupati onal training J* And following from that, "The future of TOPS 
should move from a serlas of fixed long-term targets to an annual review 
of objectives In the light of current eeonomic conditions" (TOPS Review . 
1978, pp. 49 and 51)^ which suggests that the growth in training since 
1973 actually was of a catch-up character. In any event, the nmber of 
adults completing TOPS training In the year ending March 197^ decreased 
slightly £rom the 1978 peak, just short of the old 1980 goal (U,K* Man- 
power Services Goramlsslon, 1979, p. 18), 

But the fact that TOPS is no longer held out to be counter cycllaal 
in Intent does not pemit the inierence that the British trainl 
tmm as a whole is not counteraycl;*cal in purpose . "^^ 
measures continued to be applied throuihout the jrear In order to combat 
the fall In recruitment of yoimg psople to Occi^^tions retiring 1^ 
training and, by so stabilizing OTmial Intakes to meet Juturtf ^ 
0 i.ndustry for skilled manpower, to help aUevlare the effect ^ iicMsidn" 
■ ^<ibid^ p.- 12). ^ y V^'- v: -^^ '^ vl::'- --^^^^^^^^ 

Some improvisation ahead ss^s inevltrtli; ; Tp^ 
at one and the same time to devote more of its resources to training of:' ; 
: the mployed on the one hand and work prepaMtion pi^ 
on the othte. MMnirtille there is to be s^e relaxatibn of eligibility 
^^quirements for adults for TOPS training courses , 

Mediately beiw^ to III we Intarid take a look at the ^ 

— i„^gpga^^^lQM between training and unemployment In^urtoga^gmi^ f ^om 

S3 , ' 



the point of view of the social profitability of some cransfer of 
public s^^iiditures from betieflt payments to training costs In 
recession. In this coimectlonp we may note that the 1978*1979 Annual 
Eaport of the Manpower Servless Commisslonp to recording the gross 
cost of TOPS at L2Q5 million In 1978-79* observad that "the scheme 
Involves significant savings In ^tata benefits which would othaxwlse 
have t© be paid to tralnaes" (p* IS)* 



PART 111, 

LINKING WO miFE muCATION AND TRAINING WITH UNBgLOTOENT BMEFITS 

When it became apparent in 1974-75 that the rising costs of 
unemployment compensation in the United States and in other countries 
were beginning to choke off other options of employment policy because 
of budgetary stringencies, the viewers put forth that expanded training 
and Job-creation programs could be partially cost-free through savings 
in unemployment benefits— and with positive advantages to the indivi- 
dual, the economy, arid society. Prior to 1974, In the U.S. there had 
been some developing Interest In such a policy, as indicated by a 
limited relaxation of the "avallablllty-for-work rule" for receipt of 
benefits. Aside from ticklish technical questions of linking unemploy- 
ment compensation and training programs In any close way, .more general 
social Issues came under discussions should education and training 
be an option open to workers when unemployed or— under certain circum- 
stances— a requirement for receiving benefits (Barton, 1976)? American 
experience resulting from the education/training provisions of Federal 
Supplementary Benefits In 1975-1977, however, seemingly has had little 
impact on policy thinking along these lines for the future, 
A. Unemployment Insurance In Mini-ReceBslons 

Conceived In the Thirties, the Afflerican unemployment Insurance 
system was nevertheless designed for relatively limited lapses from 
prevailing (not necessarily "full employment") levels of employment, 
it. has served generally very well In such circumstances to help maln- 
... taitt Incomes of workers subject to season patterns In services, model 



change* In automobiles^ poor fortunes of individual companies, and cycli- 
cal downewings, if not too long in duration* 

One of the important functions of unemployment compensation is to 
afford unemployed workers an opportunity to find jobs better fitting 
their likes* abilities^ and skills—thus adding to collective produc- 
tivity^ — ^and to avoid the need to take the first job offered. For those 
who have been working below their capacities^ encouragement of careful 
job search is as relevant to social policy as ready accessibility to 
training and educational opportunities* Yetj even in mini-recessions 
there are many workers trained below their potential capacities who 
should have the opportunity for education and training without loss of 
un^ployment benefits* 

B* The Education/Training Alternative in Long Recessions 

The great opportunity for the unemployed to make constructive use 
of leisure time comes when unemployment is high and of long enough 
duration so as to trigger extended benefits—more so than in mini'- 
recesslonSj for which the basic unemployment Insurance system was 
designed. For years, the chief barriers to any development along 
these lines were the legal requirements of the Federal^state system 
that beneficiaries be available for work and that state unemplo^ent 
compensation funds be used only to pay benefits* 

In 1970 there was a slight opening of the door with a new Federal 
standard that "compensation cannot be withheld an eligible claimant for 
any week of unemployment during which the individual is in training with 
the approval uf the State agency." Busy counselors and eKamlners are 
not likely to ^plore the needs of under^-quallf led workers for education 
or cralning unless pressed by a knowledgeable claimant. According to an 
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unpublished staff paper of the (then) National Co^lssion for Ifenpower 
Policy mentioned by Bartonp leas than 1 percent of claimants in 1975 
were enrolled in training through the Employment Service ^ or about 3% 
percent of CETA training slots (Barton, 1976, p, 14). 

A swing in congressional sentiment in favor of trainings going far 
beyond this rather negative Federal standard of 1970, came with Federal 
financing of temporary extended benefits in legislation, signed DecMber 
31, 1974, and June 30, 1975, authorising if not requiring claimants to 
make use of available training opportunities* At the same tlmei Congress 
directed the Secretary of Labor to report back on a broad list of 
questions connected with the extended Federal Supplemental Benefits (FSB)- 
including how many undertook education and training while in benefit 
status. The results of two surveys^ the first In March 1976 and the 
second in November and December 1977^ produced rather striking results 
as to the take-up of educational and training opportunities by elalMnts 
under tb^ temporary extended benefits progr^ (^thematlca Policy 
Research^ 1978), 

According to the national estimates of the second survey at the 
end of 1977, 22,2 percent of all FSB recipients up to that time (57 per- 
cent of whom were back to work at the date of Intarvlew) reported they 
had been "enrolled in education and training," Moreover ^ the "avsrage 
weeks In education or training" for the enrollees were 45,4 weeks. 
The figures were somm^hat higher for mmn than for women. For both 
sexeg, participation rates deellned with age^ but with above-average 
rates for the age groups 25-34 and 35-44 (Ibid., pp, 53-54), 

Special tabulations not included In the published study showed 
that, "espaelally for younger Individuals most of the weeks rsported 



in aducation or training status "were spent In college-type programa 
(junior college^ four year college, or graduate studies). Other 
important sources of education and training services were state 
vocational schools, private proprietary schools, and employer- 
sponsored training courses" (Ibid., p. 54) • 

Linking or Unlinking the Training and Unemplo^ent Compensation 
Systems 

So far we have had limited eKperiance in the United States with 
the use of the unemplo^ent compensation system for paying some portion 
of the cost of education or training, in order to make more construc- 
tive use of unCTployment benefits. One reason for wanting to do so Is 
the widespread belief that, for many Individuals in benefit status, 
there are costs in their Idleness to both worker and society. 

The two ^tremes in our limited experience are (1) the training 
permitted a relatively small number of claimants by waiving the avalla-- 
blllty-'for-work rule under the regular state programs and (2) the 
rather eKtended periods of education and training for about 20 percent 
of claimants under the temporary Federal Supplraentary Benefits programs , 
out of special congressional appropriations. These two experiences 
suggest some of the advantages of llid&ing or not linking the education/ 
training and the unemplopient benefit systems. 

One can conceive of some considerable advantages in the long run 
for doing so; the advantages would be those of having an integrated 
system for counseling the individual and providing training opportunl^ 
ties, where desirable or wanted, and providing the appropriate training, 
subsistence, and other payments. Clearly the costs for training would 
be more than what would otherwise be paid in imCTployment benefits to 
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the Individual, but total Federal outlays would be reduced by the 
amount of the unemploymant compensation payments. 

The disadvantages do not appear to be those of creating a larger, 
and more complex, organisational structure. Integration might involve 
simply a better coordination^ which would be desirable^ of a set of 
related functions or services* The chief disadvantages would appear to 
arise from the incompatibility of the Federal-state unemployment compen- 
sation system, with its insurance pretensions ^ eKperience-ratlng 
features, and financing by payroll taxes on employers, for paying for 
training that might extend rather than shorten time spent in unemploy- 
ment status. 

Some of the legal, technical, and other difficulties as well as 
possibilities for doing so under the existing state programs have been 
explored elsewhere (Barton, 1976) . Any integration of the two systems 
involving direct payments out of state insurance funds would be feasible 
at best only under highly circumscribed conditions—for short-term 
training or work preparedness that would not involve any extra expendi- 
ture out of state insurance funds. In the absence of other solutions, 
more rather than less of this would seem worthwhile. Going beyond this 
would appear incompatible with an emp ..^dr-financed syatem designed for 
mini-recessions , 

But integration is not necessary aor is any payment from insurance 
funds to claimants in training in order to assure more constructive 
use of funds for training than for idleness. The arithmetic Is simple. 
The cost a of unemployment payments can be reduced if equivalent expendl-- 
turss for income-maintenance are made from other sources. Presumably 
additional expenditures would be required from other sourcesp in the 



form of free services from other Drganisations or payments for non- 
free training services* The question is whether the additional costs 
over what would otherwise have been paid from insurance funds represant 
a good social investment of money* Whether this windfall savings to 
the insurance funds raises any questlone relating to the payroll^ 
financing and experience^ratlng features of state systems is beyond the 
scope of this paper. 

Experience under the extended Federal Supplemental Benefits program 
illustrates further aspects of the question of linking the un^ploy- 
ment compensation and education/training systems. In this case^ the funds 
came directly from Congressional appropriations. For the queatlon of 
"a more constructive use of unemployment benefltSj" It would have made 
no difference whether they were paid outs as they were, as unemployment 
benefits or paid to the recipients as subsistence allowances under a 
completely separate labor market training program, eKceptj under FSBj 
the recipients had a more open choice as to cultural versus vocational 
courses* The FSB eKperience also Illustrates certain of the difficult 
ties of direct payment of unemployment benefits where the need Is for 
training. Such benefits are almost necessarily less than enough to 
care for both living and educational eKpenaes-^let alone provide an 
incentive to enter training. 

What solution is most convenient, efficient, or politically possible 
in substituting training possibilities for unproductive Idlaness of 
unemplojraent Is difficult to say. Simply waiving the availability rule 
under state Insurance systems seems to have less scope thanp Bmyp 
Federally-^flnanced benefits, except , so far, these have been avallmble 
only during periods of high and extended unemployment. The same results 




could be accomplished, with certain other advantages, through congrassion- 

al appropriations for a larger system than we now have of labor market 

training (but with little cultural education likely). 

D, Some Foreign Connections 

European countries have met similar problema In various ways* Our 
brief account in the preceding section on worklife learning programs in 

four European countries has some obvious relevance to and suggestive 
value for our Imediate concern, as has a previously unmentioned Japanese 
programp The varied connections or non-connections of these countries' 
labor-market training systems with their unemployment compensation systems 
are set forth briefly belowi 

Little Connection between the Two Systems 

In Sweden , the labor market training program is financed out of 
general revenuea (with some minor exceptions) granted the National Labor 
Market Board for its various functions. While the Board has general 
supervisory responsibility for the heavily subaldlzed Inaurance system. 
Including 45 or so various trade union funds, administered In "close 
collaboration with local employment offices,'* there is no benefit quali- 
fication or disqualification relating to training. In any case, training 
allowances are higher than unemployment benefits and higher for insured 
than non-insured workers. Expanding rapidly as unemployment rises, the 
labor market traljilng program reduces the amount that othewlse would ba 
paid In unenployment benefits. 

Much the mmm can be said about the two systems In the United 
^"gdorn except ttat the Manpower Services Commlaslon has no supewleory 
responsibility with respect to the unemployment Insurance system, Hie re 
is, however^ a disqualification of up to six weeks for unemployment 



benefits for "failure to follow up job or training opportunity,'' As in 
all the other countries, the public ^ploymgnt offices provide counseling 
to Insurance recipients as to their training needs. 



French financial and achninistrative arrangCTients are more complex 
than elsewhere. The two syitMS are In fact quite separate, "Paid 
educational leave," financed by a payroll tax on ©Bployers with some 
state subsidization, has no relations except in a preventive sense, to 
unemployed workers , as it is a program for employed workers. Training 
programs for the unmployed are carried out by the goverrment through 
various public and private agencies aiid are financed out of general 
revenues. The unemployment Insurance system is a joint undertaking of the 
trade unions and employers ^ financed by payroll taxes on workers and enter- 

prises i with some state aid, EKcept for one special group receiving 
special benefit parents under an interija agreement late in 1974 between 
the trade unions and employers, there Is no training requirement of any 
kind as a precondition for receiving unemployment benefits! these workers 
must show willingness to accept appropriate training opportunities. 
Financing UnOTpl03mient Benefits and Training out of a 



In the Federal Republic of Germany a all of the various labor- 
market progrms of the quasi'-lndependent central manpower agency^ 
including trainings are paid for out of a cocmion fund from its own tax 
on employer payrolls. The Govertment gupplementa this fund if it 
becomes insufficient to pay for mandated (ndn-discretionary) progrMSj 
such as unMplo^ent benefits* When this happened as a result of heavy 
unraployment benefit payments after 1974, the decision made by the 
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political authorities was to reduce training expenditures for employed 
workers~a feature of its labor-narket training system^and to increase 
training for the unemployed. This resulted probably but not necessarily 
in a decline in total training for adult workers. Yet the fact of a 
common fund made no difference; the same decisions were made as would 
have been made if there were no comon fund, with much the same results 
as in other countries. 

Split Responslbllitlea Between the Two Systems 
In Japan s middle-aged and older unanployed workers undertaking 
^'vocational redeployment training" countlnue to receive un^iployment 
payments In the normal way through the Public ^plo^ent Service, and 
these are continued to the end of the prescribed training. If not 
eligible for unmployment benefits* the trainee receives a "vocational 
training allowance" of more than $300 per month through prefectural 
goverruients or the ^ployment Promotion Projects Corporation (Japan, 1977), 
For workers coverad by the unffliployment Insurance system, dlsquallflca- 
tion for one to two months is the penalty for ".non-attendance at recoimen- 
ded training*" 
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PART IV* 



IKTEMCTION OF PUBLIC MP PRIVATE TMINING SYSTEhlS 

What Is meant by the Private Training System la clear enough* It 
is the means corporations devise to satisfy their needs for industry and 
f irm-apeclf ic training, "Private industry in the United States includes 
an extensive education and training system that has developed principally 
from the basic needs to translate the general skills of newly hired 
employees into more particular job competencies i and to ensure the 
continuing adaptation of its work force to new knowledge and technology" 
(Randall, 1977, p, ix) . 

What is meant by the Public Training Syst«B Is more difficult to 
define. In any country^ account has to be taken of the particular 
character of basic education and vocational systems, of apprentlceahlp 
in relation to education and industrial training, and of opportunities 
afforded adults for workllfe education and training* In the United 
States, whatever the assessment of the role of vocational education, 
CETA Is the dominant manifestation of a national labor market training 
policy or system. Incomplete as it may be» 

Coexistence of public and private systems implies a certain tension 
between the two. In most countries, the result is for public training 
to complement— or make up for shortcomings in™prlvate training* In the 
particular situation of the United States, the tension between the two 
systems finds expression in barriers blocking access of public tralr leSp 
e.g*, CETA trainees, to the internal labor markets of corporate and 
workllfe training and in declarations of need for collaboration^-^buslness 



should help CETA and the disadvantagadj and CETA should help train for 

fflflployablllty and Jobs in Industry (Comftittee for Economic Development, 

1978; National ComDlssion for Manpower Policy* 1978| Title VII, CETA 

amendments, 1978), 

Not too clearly perceived are the Implicationi of private training 

pclicy for the larger society. According to K,A* Randall^ President of 

The Conference Board i 

To many planners in government and various quasi-public 
institutions^ the corporate education and training system 
appears to connect wlths or brush closely by, a nimber of 
education-related social and economic problems— the transi-- 
tion of youth from school to work, productivity. Imbalances 
between jobs and market needs* opportunities for women and 
minorities, averting occupational obsolescence and facilitating 
career change— and to have potential for new or enlarged roles 
in their management- If the nature of these roles is not clear, 
an Important reason is that the corporate education and training 
system itself la largely hidden In shadows — ^seen dimly if at all, 
and certain parts are mistaken for the ^ole (Randall, op. cit*)* 

Below we will look briefly at the separatism of Internal labor markets 
and some consequences of relevance to training and employment policy. 
A^ The Role of Firm-Specific Training in Labor Market Segmentation 

The development of Internal labor markets in firms in the modern 
sector~and the concept of the dual labor market in economic analysis" 
has generally been connected quite specifically to corporate training, 
its fixed character, and the risk to the company of losing its Invest- 
ment in human capital by quits or pirating (Doeringer and Plore, 1971; 
Rees, i973i Cain, 1976). With exceptions at the tops Jobs are filled 
from the outside only at the lowest levels In the pure model | within 
the firm, there is a progression of Jobs leading to higher skills and 
career opportunities* Yet the flTOs do not^lst in isolation. The 
principal means by which they "reconcile iabalances between the supply 
of labor In the eKternal labor market and the lab^ requirements of the 



Internal labor market" Include "hlririg standards » screening procadures^ 
training, recruitment procedureSp subcontracting, job vacancies and 
overtime, (Doerlnger and Piora, 1971, p. 112), 

Restriction of entry into the good jobs and wages of firms in the 
primary sector of the dual labor market is emphasized in the following 
formulation of the two sectors^ ' 

• a modern-pro tac tad sector where wages are institutionally 
fixed above the market level characteriiad by restrictions 
to entry, and ; 

• a traditlonal--unprot€Ctad-^inf ormal-^unorganlzed or murky 
sector with free entry and where wages perform a market-- 
clearing role (Plnera and Selowsky, 1978, p, 479). 

To the unraployed^ the restriction at the port of entry to low-leval 

jobs serves as a barrier to opportunity for eKperlenced and skilled 

workers, while the screening procedures often appear discriminatory to 

the less-eKperlenced or disadvantaged applicant. Social critics may view 

the privileged individuals in the Internal labor markets of the prtnary 

sector either as victims or beneficiaries of the "new feudalism** or the 

"golden handcuffs," In any events there is In fact a real difference 

in the quality of working life and degree of exposure to the ordeal of 

change for workers in the two sectors— a continuum in reality~of the 

dual labor markets 

Although the model of the dual labor market serves very well to 

point up considerations relavant to the relationship between public 

(external) labor market training and private (firm-specific) training 

for policy dlscussloni there are no absolute barriers or discontinuities 

between the primary and secondary labor markets In the American situation. 

Even so, f lrm--speclf Ic training reduces inter^flrm mobility , for the 

worker is likely to be worth more to his own ^ployer than to another. 



In the poor jobs In secondary employments where firm-specific training 
is of less account, where a work.r Is worth not much more or less to 
one employer than to another, neither employer nor employee has much 
Incentive to make a lifetime career out of the job In the firm. 
Doeringer and Plore take something of a "they deserve each other" view. 
"Workers In the secondary sector, relative to those In the primary 
sector, exhibit greater turnover, higher rates of lateness, more 
Insubordination, and engage more freely In petty theft and pilfering" 
(op. clt., pp. 165-166), which employers regard as part of the mutuality 
of the employment relationship and wage bargain. 

Workers In the better organized and more productive sectors of the 
labor market do not, however, escape all the risks and Insecurities that 
are the lot of secondary-sector workers. Production workers in primary 
employments are still wage, not salaried, workers and are subject to 
lay-off to accomodate variations In demand. But the safety net of the 
unemployment compensation system (usually below full costs to their 
anployers) has a different significance in the organized sectors, where 
large proportions of lald-off workers expect. to be called back to their 
jobs (Feldsteln, 1978. pp. 834-835, 844-845). There may of course be 
mergers, reorganizations, or bankruptcies severing the cord between 
^ployer and employee at every level of corporate worklife. But the 
ehances for regaining comparable employment are better for such workers 
than the chancea of an outsider with a history of employment in secondary- 
sector jobs making the transition to a job with built-in career pro- 
gression posalbillties. This is the challenga to public training policy. 



Tl> ^ Japanese Parable 

The relationship of the corporate education and craining system 
("hidden In ahadows-seen dimly if at all") to the phenumenon of duality 
may be seen most strikingly by reference to the pure model of the 
Japanese lifetime employment system as it existed In its heydays say 
between 1955 and 1970 (Talra, 1970, pp. 183-190| OECD, Japan, 1973, 
pp, 97'-106). 

In Japan the demarcation of the modern and traditional sectors is 
vividly evident in the high technology , high productivity, and high 
wages that set off the primary from the secondary sector. Because of 
the latent costs of turnover, the lifetime system Is designed to prevent 
movement of regular workers from company to company, even at the 
executive level. As production demands , there come and go temporary 
and casual workers and the extra workers of subcontractors, from the 
external labor market, who are attracted by high wages but who are 
outside the benefits of the llfetijne system. 

Entry into the system is solely at time of school-leaving. At 
whatever level of education, the school-leaver seeks the most presti- 
gious, best^paying company, and the company seeks the best-^educated 
student as screened by grades, the teatlmony and reputation of the 
teachers in such matters, and the relative prestige of the achpols and 
universities. Japanese education being largely devoid of vocational 
content, the new entrant has few if any specific pccupatlonal qualifi- 
cations (only in recent times has there been anything like a Harvard 
School of Business), Depending on education status on entry to the 
company, the worker Is provided appropriate orlantatlon and training 
for a llfettoe of work In the company. 



; The quite independent enterprise unions are partners in the life- 

t^e enployroent sy^ In whieh seniority is an essential feature as is 

freedom from competition from qualified workers of the-axternal labor 

was established, however, only in the large firms 

la the modern sector which could afford coimaitments to lilelong training 

and ^ployi^nt. Accordingly, ^ gystem trtlns workers 

on the external labor markets both for the leaser enterprises in the 

modem sectors as well as for traditional empl03nnents, 

C, Fuh lic Fbllcy^M for Lifelong Education and Training 

; in itoerica ^ _ __ 

Several tendencies are evident in education/ training for adults 
in the United States that provide a starting point for thinking about 
policy directions for the future. ' r 

thm disadvantaged, with some secondary attention to skills 
training and job placement of more experienced unemployed 
workers. The focus is largely on. jobs , in the secondary 
labor market or on entry-level JobsMn firms in the primary 
li^bor market. Training, of employed adults, for skills en- 
hancMent and job promotion. Is outside the seopa of this 
major^ American labor market training program, 

• - There is a continuing development of corporate education 

and training for the privileged workers In the' internal 
labor markets of the larger enterprises, and no counter- 
vailing public program^ f pr;<f^ca8u4£^^ ^ 
the small firms of the aecbiiflWy aabo'f market W 
the potential effects of CETA jpb-prepareWesa^^eff pt^^^^ 

• Cutting across these pulll^^ 'ana^,pfclYate trainitig'* systems, 

oppoi ttinieies\^^6r'-adui t ^wotkaSs'lf^^ii'fc ' the ^ ow£<Sn^^3f '^^^ the 
Indl^ldual,^' thWe:;vpiifiai^^ both 
lab^k,Wket.%nd^bVolrf^^^ laay 

*»eePl:.vJ^n.l»get;corporatioi^^^^ no programs of 

'paid' educational leave^^or^tradtfli^^or adult workers 
. , „ wljt1iout cos t . and. durlng^r^^^^ Woigltig hdirs - 
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Somm Quastions » * 



Economic resources being limited, a national educ a tioh/ training 
policy Iffiplles soma prior it las and aoma scheme for coordinatioh of the 
different approachas and parts of ^ the syst^« lor this an appraieal 
of the naeds arid efficlancy of the various parts of the going system - 
is nacassary/ Hara we can only raise soma questions and suggest some 
alternatives » 

• Is tha overall patchwork of our aducatlon/ training ay 
for wprklif a adeqt^te t^ 

worker : and ecpnomv? Earlier we noted the prevailing optl-^ 
mism* vrtiiie jtoerlea waa becoming the economic leader of the 
world, that our pragmatic combination of cpmprehenslve 
education. on^Che-'j ob ekparlence tod mobility, some 
skills via apprentlcashlp or i^igratlon,^ 
the beginning of forml trairiln^^^ corporations, 
would suf f Icai that the skill r^ul^ an ever- 

changing tachnolbgy ware not vbt^ capacity of this 

unsystematic S3^t(im^^^ -------- 

• Are recant technological developments a 

tiOM ^ich generally ware i thdu^ the time 

of tlie ilaTO over automation 1^ 
. SiKttes? Tachnologlcal^displaca^ 
r'fia taken seriously In some responsible quart 

complaints are being heard (perhaps they alwavpw^ 

the lack of skills training of r young job applicants and t^ 

poor quality of our industrial output .t^ <^ 

productivity and lack of cpmpatlti^ness in 

raise questions whether it is deficiencies in the itaer lean 
; training system^ not only deficiencies In Investment In 
: modem plant facilltles,_that require new attention* 

• Is our only national laboi^market training A^^ 

adequate In scale* CTiphasisv^^d obi ectivest^ related, 
how good is In-flrm training In the 

firms that CETA most readily cdu^ saryaVwith 
some expactation of ef f ectiyenasst How good^-^or was tef ul^ — 
Is thi taxf-dedvictlblk training of the lirgt' enterprises? 
Are the financial resourced allocated by Congtess to tha 
vocational education system economy or could 

these resources be better used In a different ly^oriented 
and ^panded CETA'type systTO? 




• Should the balance between expenditures at all levels of 
goverament for schoolllfe education?training and for worklife 
education be shifted in the direction of the latter? Should 
there be a greater emphasis on vocational content and prepara- 
tion for worklife? And If so* does this Imply— for the variety 
of opportunities Increasingly available to adult workers for 
lifelong learning and further training and retralnlng----that 
there should be some form of public financing for those oriented 
to labor market needs of the individual and the econot^, while 
leaving support of the more culturally-oriented to the resources 
of private groups and the Individual? 

• If other parts of the system are unchanged, can a largely 
voluntaristic approach to lifelong learning and training 
serve by Itself as a principal means for overcoming short*- 
comings in Aratrlcan education and training? 

And Some Conclusions and Advisory Opinions 

Curiously, no other major industrial country evidences such 
narrowness in training policies and programs or such apparent lack of 
concern over the risks of falling to take adequate measures for 
enhancing work skills for productivity and for adaptability to the 
ordeal of change In individually or collectively* 

The main evidences of the shortcomings in present policy should 
be looked for in our principal labor market training organiEation—CETA. 

The fault Is not the attention given to the young and to the disadvan- 
taged, or Its emphasis on job preparation and on low-level skills/ 
Rather the fault is the relative underemphasis on a higher level of 
skill training for the eKperlencfid unemployed adult and the exclusion 
of employed adults * 

One alternative to the drift of current American training policy, 
while maintaining an emphasis bn employability training of the disad- 
vantaged, would be to ensure an adequate level of training for small 
and medium size enterprises In the continuum of the primary sector 
of the labor market. If this .ware to prove Infeasible In a slack 
market with surplus skilled workers on hand, an alternative might be 



to, provide services to improve the skllle of employed workers within 
aueh establlelmientg. If it can be shown that there ie in fact too 
low a level of skills among ^ployed workers i or lack of incentives 
for employers to do anything about it, oonslderatlon should be given 
to some training tax and rebate for training services Brovlded or 
purchased by the firm. 

If in fact the total of private and public training at the higher 
level of skills training has settled at a steady state in recent yearat 
or is not providing special skills required by new techridlogy of a 
kind that can create bottlenecks with or without any marked growth rate, 
more attention in public policy should be given to countermeasures than 
is now the case. While there is merit to the objection to stockpiling 
skills, there, are always some skill ihqrtages, ^considerable Cum 
and naw jobs» and receptlveness of employed workers to skills training 
on job time*-* and unemployed workers who are willing to take a risk to 
improve their own capabilities and likelihood of getting a Job* 

Fermitting workers to engage in education and training activities 
while in unemnlo^ent benefit status is^not the best approach but can 

• ■ • fc^-.^i::-.,' ..... . . . ■ . . 

be useful on a larger scale than now permitted under the Federal- 
state un^ploynent compensation systarn^ More positive approaches 
are possible that would enlist more un@nployed persons while, with 
savings in unCTployment benefits, costing *only marginally mofe^ 
Public policy would not only escape the charge that it encourages and 
subsidises idleness but Instead yield a net social gain. 

There would appear to be no need for any general change in the 
design of a decentralized labor-market training system; there is pro-* 
vision enough for central direction and special programs of a national 



character. Nonethelessp there would appear to be some advantages in 
direct operation of national training centers for training trainers 
for adult trainees and for training to meet extraordinary needs of a 
national character ^ says for the development of new energy sources and 
for bottleneck shortages that cut across industry lines and for which 
there is not sufficient concentration in a decentrallEed delivery 
syst^. At least, this is some of what British^ Japanese^ and Swedish 
experience seems to offer us by way of advice. 

But If the political view is that we cannot afford such changes 
In our workllfe education and training policy, let alone go to t^^ 
trouble of organizing arrangements for paid leave for further education 
and training p It is all the more Important to advance in whatever ways 
possible the various opportunities open to individuals as envisaged in 
the, Lifelong Learning Act. 1. . - . . ^ 
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